This study examines the implications of misstatement to retained earnings based on Financial Accounting Standards (SAK). It takes manufacturing companies in Indonesia as case study. The study found several misstatements such as misstatements on receivables, taxes on prepaid rent, rent, depreciation, account payable, interest loan, and classification of loan. The results of the study found that the implications of misstatement is the decline in retained earnings by 26%. Misstatements that are not recorded will cause the financial statements to be unreliable. Accountants must update themselves to the development of SAK and the role of higher education is necessary to produce competent graduates who are able to identify and know the effects that will arise on the misstatement.
Introduction
The purpose of the financial statements is to provide information about financial position, performance, and cash flows of entities that beneficial to users of financial statements for making economic decision. The financial statements must be in accordance with the accounting standards applicable in Indonesia. The financial statements describe a company's financial health for the impact of its operating activities as well as events in the related industry. and criteria of recognition of assets, liabilities, income, and expenses, set in conceptual and inapproachable terms to create, or allow inaccuracies, deviations to achieve a presentation Certain financial position, financial statement, and cash flow.
A business that is small or large will not be separated from the possibility of errors in the preparation of financial statements. The Company must make adjusting entries for any errors that occur in order for the financial statements to be reliable. The role of an Accountant is necessary to minimize errors by updating knowledge of applicable financial accounting standards. The role of universities in producing competent graduates is also very important.
The errors could be in measurement, recording, misclassification, and in disclosure.
For errors in recording and measurement will affect the inappropriate balances in the account that related. Errors in measurement and recording will ultimately have implications to Retained Earnings of the company. That is because the Retained Earnings is the end point of the transactions that occur every year.
The errors can make the balance of retained earning understated or even overstated. An increase in retained earnings causes stockholders' equity to rise; a decrease (retained losses) causes a decline (Investopedia, 2013) . Retained earnings reinforce the financial position of a business and thereby provide financial stability for the business.
Retained earnings strengthen the company's financial position and capital that ultimately increase the value of the stock market. The big reason retained earnings matter so much more today when it comes to picking net-net is the increase in speculative initial public offerings (Geoff Ganoon, 2013).
Errors that occur can cause the assessment of the company's stock price to be inappropriate. Future growth potential or the forthcoming earning of the firm is indicated by the current years retained earnings; so, the price of the share at a point of time will be governed by the dividend and retained earnings of the firm. The studies indicate that when share prices are related to the retained earnings and current dividends, higher price earnings ratio are associated with higher dividends (UK Essay, 2013).
This research discusses the misstatement of accounts receivable, prepaid expenses, depreciation of construction in process, accounts payable, accrual basis for the loan, and short-term loan classification and the impact of such misstatement to retained earnings. The 2nd ICVHE performance, and cash flows of the entities that are useful for most users of financial statements in economic decision-making. The financial statements also show the results of management accountability for the use of resources entrusted to them. In order to achieve these objectives, the financial statements present information on entities that include: assets, liabilities, equity, income and expenses including gains and losses, contributions from and distribution to owners in the capacity of owners, and cash flows. SAK 1 Paragraph 27 states that the entity shall prepare the financial statements on the accrual basis, except for the statements of cash flows. In using the principle of accrual the entity shall recognize transactions whose period has been in operation, although no cash has yet been incurred. In addition, entities are required to recognize and categorize expenses, such as interest expenses or debt payments that will mature in the next year after the reporting period into short-term debt.
Review

Compliance and fair presentation to SAK
Accounting policy for account receivable based on SAK
Accounts Receivable is an account that contains the obligation of the customer to make payment because an entity or individual has provided goods or services. Accounts
Receivable is considered to be one of the most current accounts. Accounts receivable are one of the most liquid assets, then the various procedures performed will ultimately be the basis of whether there are Accounts Receivable transactions and affect the final balance of Accounts Receivable as specified in PSAK 1
Paragraph 61, whatever method is used, the entity discloses the estimated amount of recoverable or completed after more than twelve months for each item of assets and liabilities combining the amounts expected to be recovered or completed; Not later than twelve months after the reporting period, and more than twelve months after the reporting period.
One of the most common findings is the existence of Accounts Receivable that have long life (Long Outstanding). Based on SAK an entity needs to present Net Realizable Value, so it requires an entity to conduct an Allowance for doubtful account. In eliminating the value of bad debts, there are two methods of eliminating receivables, namely direct and indirect. However, both methods are no longer allowed by SAK.
Prepaid rent-building
A company in running its business cannot be separated from transactions that can support the business, such as building rental transactions, for both operating and expatriate employee benefits. Generally rental payments will be made upfront until the specified time. When a company has an prepaid account, the entity shall amortize the benefits realized every month. The 2nd ICVHE by no later than 10 months later and report it to KPP using SPT Period of final PPh Article 4 paragraph (2) no later than the 20th of the following month.
The recognition of depreciation construction in process
In carrying out a business an entity may acquire an asset in several ways, such as buying a tangible asset, buying assets using a finance lease facility, and owning assets through the construction process. Assets acquired through the construction process will be recorded by the entity as Construction in Process. During the construction process an entity will receive a bill from a second party, that is, a construction party or a developer or manufacture. The claims of the second party.
Assets in Construction Process are assets whose benefits are not yet usable. Therefore, if other assets, such as buildings, equipment, and vehicles are depreciated, the Asset under Construction will not be depreciated until the asset is subsequently completed and or have handed over from a second party to an entity, In accordance with SAK 16 Paragraph 56 stating that depreciation of assets begins when the assets are ready for use, for example when the asset is at the location and conditions desired for the asset to be used in accordance with the management intention.
The aforementioned statement clearly refers to a 'matching concept', in which any recognized load must be related to the economic benefits that can be generated within the same period.
Account payable
In running the business of definitely cannot be separated from transactions that generate Accounts Payable. Accounts payable are part of short-term liabilities because the repayment period is not more than 12 months. Under PSAK 1 Paragraph 69 discloses several characteristics so that a liability can be categorized into short-term liabilities, namely:
• The entity expects to complete the liability in the normal operating cycle;
• The entity has liability for trading purposes
• The liability is due to be settled within twelve months after the reporting period;
or The entity has no unconditional right to suspend the settlement of liabilities at least twelve months after the reporting period. The requirement of liability which may result in the settlement of such liability by issuing an equity instrument, in accordance with the option of the counterpart, shall have no effect on the classification of such liability.
Therefore, in terms of categorizing the debt business, must pay attention to the aforementioned matters. If, there is a long-term debt, then the debt should be reclassified into the long-term debt account.
Implement accrual basis for loan
In maintaining and improving the company's operations, a company often borrows to meet the adequacy of funds. Such financial liabilities can be categorized into either short-term and long-term liabilities depending on the maturity date of the loan.
However, under PSAK 1 Paragraph 73 an entity cannot categorize its liabilities into short-term even if maturity is not more than twelve months, if the entity estimates and has the discretion to refinance or extend an obligation for at least twelve months after the reporting period Using an existing loan facility, then the entity classifies the liability as a long-term liability.
Long-term debt especially loans generally have interest borne by the borrower to pay interest outside the loan principal. Under PSAK 1 Paragraph 27 an entity shall prepare a financial statement on the accrual basis. Therefore, at the end of the period the entity must estimate then recognize and record the liabilities that will mature within the next year.
Implication of misstatement to retained earning
Retained Earnings are intended to refinance the business of the company. Making profits for shareholders should be the company's primary goal. If you have a chance to grow, the company must be able to sustain revenue and invest it in a business venture The 2nd ICVHE found in the previous period, the entity needs to make adjusting entries to the balance sheet account, including retained earnings. In SFAS 25 Paragraph 42 it is mentioned that the entity also needs to restate the comparative amount for the previous period in which the error occurred.
Any errors that occur will affect the Company's Retained Earnings, either the errors that occur in the current period will affect the change of Profit or Loss in the period.
This affects the retained earnings through the change in the amount of the profit or loss to be transferred to the retained earnings.
Methodology
This research uses data 1 manufacturing company quantitatively and qualitatively.
Quantitative uses primary data. Quantitative data is obtained from company financial statements, ledgers, subsidiary ledgers, trial balance, accounts receivable list, accounts payable, and others for the period 2011-2016. Qualitative data were obtained through literature studies and in-depth interviews with the company.
Discussion
Companies in this study are dependent on the consultant to perform accounting tasks such as transaction input process, ledger management, financial reporting and tax.
Companies only concentrate on business transactions. Thus, this often leads to misunderstandings related to nominal transactions that need to be inputted, thus causing misstatement. Under PSAK 1 Paragraph 61 that receivables should be presented net of the estimated value is collectible. Thus, the reserve must be done, but in the aforementioned cases the accounts receivable can be immediately written off because it is based on the consideration that the company no longer collects the receivables and the receivable documents are difficult to find and there is a difference in the nominal recognition of accounts receivable between the company and the customer. The first journal to record the correction of errors over the past period, the record error in the expense account, then the impact on the Retained Profit last year then then prepaid rent is on debit and RE is on credit. The second journal is a correction of the excess amortization load recording in 2016, the second journal just to reverse the usual journal recorded with the nominal to be corrected. After doing the correction journal, then the nominal at closing the book is correct, no prepaid rent is minus.
Incompatibility account receivable to SAK
Incompatibility of recognition depreciation of construction in process
In this section of the chapter that will be discussed is the findings in the form of recognition of the depreciation of assets initially in construction (Construction in Process) and then reclassified into Furniture, because the construction process has been completed.
November 2016 reclassification of assets in construction into furniture fixed assets of Rp. 100.000.000 while the information is obtained from the ledger and list of assets provided by the company. At the time of reclassification, the company also recognizes depreciation as long as the asset is still under construction.
In accordance with SAK 16 Paragraph 56 which states that depreciation of assets starts when the asset is ready for its intended use, for example when the asset is at the location and conditions desired for the asset to be used in accordance with the management intention. Thus, it can be concluded that the new asset can be depreciated when it can be used, that is, after the construction process is completed so that the depreciation of February 2013 to October 2016 cannot be recognized.
Account payable that is long outstanding
Accounts payable differ from accounts receivable, when a trade receivable has long been uncollectible the company can reserve and even eliminate it because the accounts receivable are entirely the rights of the seller. However, in the case of a long-standing account payable, the company cannot eliminate it, as it is the company's obligation to grant the seller the right, unless the party agrees in the case of debt relief.
Found cases similar to accounts receivable, there are accounts payable that has long been unpaid even there are counted since 2011. Accounts payable that occurred in the majority company occurred due to purchase transactions with third parties.
If the total difference is Rp 814.693.181. This shows that the performance in making payments on debt business is considered not good enough. Accounts payable has long been unpaid, if the nominal value is still classified as a debt, it is of not accordance with the characteristics of a debt is said to be short-term, that is, debt that matures less or no more than one year as disclosed SAK 1 Paragraph 69. In the case of destination Presents reports fairly without material faults. Accounts payable need to be reclassified or excluded from the business payables, so that the management of the company can be more focused in looking at the circumstances in which there are long-standing business debts.
Incompatibility loan to accrual basis
In the case of a loan granted by a related party, the company categorizes it into a short-term Shareholder Loan account. The main problem of this loan is the existence of inconsistency with the accrual principle, which is stated in PSAK 1 Paragraph 27 as follow, entity prepares financial statement on accrual basis, except cash flow statement. The basic principle of accrual relates to the recognition of interest on the loan.
In this case found two problems, namely
• First, the Company in terms of Loan contracts with related parties, that is, they promise to pay interest at 1% every six months as required by Parent. However, in practice there is no such interest payment.
• Secondly, in addition to not paying the interest the company does not recognize the interest as interest per each period
To comply with the basic principles of accruals, the company must make recognition of interest payables. The 2nd ICVHE
Reclassification of short-term loan to long-term loan
The Company in terms of its business financing performs two loans, to related parties and Bank R. Bank R loans are presented and classified in short-term loans, but in practice the loans are never paid and are renewed annually. However, in accordance with SAK 1 Paragraph 73, an entity cannot categorize its liabilities into short-term even if maturity is not more than twelve months, if the entity estimates and has the discretion to refinance or extend an obligation for at least twelve months after the period Reporting using existing loan facilities, the entity classifies those liabilities as long-term liabilities. Therefore, based on the aforementioned SAK, it is necessary to reclassify such short-term loans to long term loan.
The implication of misstatement to retained earning
The implications of misstatement of any test carried out have an impact on retained earnings and related accounts, with details as follows:
The implication misstatement to retained earnings. Corrections made under the relevant SAK, with the following explanation: If misstatements are corrected, there will be an increase and decrease in retained earnings. Accounts receivable dropped by 5%, Accounts receivable expenses increased 100%. Accounts payable decrease 9%, other account payable increase because reclassification of account payable.
• If the adjusting journal is not done then the resulting financial statements do not meet the qualitative characteristics or in other words the company's financial statements become unreliable.
Conclusion and Suggestion
The financial statements present fairly the financial position, financial performance, and cash flow of the entity. Fair representation requires precise representation of the impact of transactions, other events, and conditions in accordance with the definitions and criteria for recognizing assets, liabilities, income, and expenses set out in a conceptual framework. It is not appropriate to create, or allow inaccuracies, deviations to achieve a given presentation of financial position, financial performance, and cash flow.
This study found misstatements on some accounts include All misstatements that have an impact on retained earnings. This study found a 26% reduction in retained earnings in the presence of misstatements and after correction journals.
